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INDIA - KEY ECONOMIC INDICATORS 


All values in U.S. $million and represent Exchange rate: U.S. $1.00=Rs.8.50 
period average unless otherwise indicated. 
Indian fiscal year is April 1 to March 30. 
Percent Estimates 
1974-75 1975-76 Change 1976-77 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices ($billion) 82.0 85.7 . 91.7 
GNP at Constant (1960-61l)Prices,($billion) 27.8 29.5 3 30.4 
Per Capita GNP, Current Prices ($) 139.5 143.3 . 150.4 
Industrial Production Index (1970=100) 115.4 122.0 134.0 
Agricultural Production Index 129.3 141.0 ‘ 141.0 
(1959/60-1961/62=100) 
Labor Force (million) 193 197 F 201.0 
Number of Persons (million) Registered 
at Employment Exchanges 8.4 8.3 : 10.0 
end 1974, 1975, and June 1976 


MONEY AND PRICES 

Money Supply with Public 13,596 14,915 ‘ 16,206 a/ 
Interest Rates (Commercial Bank)(percent) 9.0-13.5 14.0 14.0 
Wholesale Price Index (1961/62=100) 313.0 302.7 306.0 
Consumer Price Index (1960=100) 317.0 312.8 : 318.0 


BALANCE OF PAYMENTS AND TRADE 
Gold, SDRs, and Foreign Exchange Reserves1,378 2,214 ‘ 2,671 b/ 
External Public Debt 7,630 8,355 ‘ 9,325 
Annual Debt Service 779 785 5 880 
Overall Balance c/ -584 621 2,000 
Balance of Trade -1,369 -1,250 -200 
Exports, FOB 3,887 4,637 19.3 5,200 
U.S. Share 442 550 24.4 750 
Imports, CIF 5,256 5,904 iis 5,400 
U.S. Share 857 1,400 63.4 1,050 
Main Imports from U.S.(1975): foodgrains , 716; fertilizers, 186; machinery & 
transport, 197 


a/ As of October 1, 1976 
b/ As of September 30, 1976 
c/ Current and Capital Accounts Balance 


Sources: GOI Economic Survey, 1975/76; Monthly Statistics of the Foreign Trade of India, 
Reserve Bank of India Bulletins, U.S. Department of Commerce, World Bank 





SUMMARY 


The Indian economy generally recorded a good performance last year with 
an overall growth rate of six percent, largely due to a very good monsoon. 
This year the rains have been somewhat erratic but still reasonably good. 
As a result, the economy is expected to grow by around four percent in 
1976/77. While there was a record agricultural harvest of 118 million tons 
of foodgrain last year, this year's foodgrain production is expected to be 
somewhat less. Nevertheless, India has reportedly built up buffer stocks 
to 17 million MT with further increases likely, although the cost of the 
program has became a considerable economic burden. 


Industrial production went up 5.7 percent last year and will probably in- 
crease by close to 10 percent this year. The picture is mixed, however, 
with demand picking up in some sectors and others remaining in depression. 
Wholesale prices have increased by ll percent during the first six months of 
this fiscal year, but are expected to level off in the winter months. Although 
some taxes have been reduced, domestic savings remain at a relatively low 
level of about 14.5 percent of GNP. 


The impact of the weather on the economy tends to obscure progress, or the 
lack of it, on longer term economic development. In agriculture, in those 


activities that are not subject to the weather but can be measured (irrigated 
hectares, rural credit facilities) progress seems to have been only modest. 
In industry new policy directives have had little impact so far in overcoming 
past controls and priorities. 


India's trade picture has improved dramatically due to both lower imports and 
increased exports. This has contributed to the growth of foreign exchange 
reserves, which now amount to $2.7 Dillion. External aid from the Consortium 
will decline somewhat, but because of its stronger economic position India 
could now explore other foreign sources of capital for some uses. 


Reduced U. S. foodgrain shipments and higher Indian exports to the U.S. this 
year will substantially reduce the normally high trade imbalance in favor of 
the United States. Nevertheless, there are good opportunities in India for 
U.S. exporters of capital equipment for the development of energy, minerals, 
power, transportation, and sophisticated equipment for industry. While the 
government guidelines for foreign investment have been somewhat liberalized, 
the foreign investment climate here remains uncertain. 





.URRENT ECONOMIC SITUATION AND TRENDS 
AGRICULTURE 


Production: In any year the monsoon determines the fate of India's agriculture, 
and the agricultural sector (accounting for around 45 percent of GNP) and par- 
ticularly foodgrains determines the state of the Indian economy. Very favor- 
able rains in 1975 resulted in a bumper foodgrain harvest last crop year (ending 
June 30) of approximately 118 million MT and an increase in overall agricultural 
production of nine percent over the previous crop year. The summer (southwest) 
monsoon in 1976 was somewhat more erratic and, as a result, the foodgrain 
output is not expected to reach last year's record ievel. A good crop is expected 
nonetheless. Cash crops will generally do better this year than in 1975/76. 
Shortages of vegetable oil and cotton developed earlier this fiscal year, requir- 
ing the Government to import substantial quantities tu maintain price stability. 
Sugar was a major export crop last year, but exports are expected to decline 
this year both in volume and value. Jute, an important traditional export item, 
remains badly depressed by competition from synthetic substitutes. 


Buffer Stock Policy: The record domestic output and large foodgrain imports 
last year enabled buffer stocks to be built up to a reported level of 17 million 
MT by September 1976, and they could conceivably reach 22 million MT by the 


end of this fiscal year. The Government is giving priority to building permanent 
storage facilities because considerable amounts of stored foodgrains, although 
bagged and covered with polyethylene, are in open-air sites. Procurement and 
storage of such large quantities are a substantial fiscal burden on the Government. 
Some planning is being done to extend this buffer stock policy to 

other basic commodities such as vegetable oil, cotton and jute, that are subject 
to sharp price fluctuations in the domestic market. 


Development: Gross irrigated land now amounts to about 45 million hectares, 
or one quarter of cultivatable land. To reduce dependence on the monsoons, 
agriculture development plans have a very ambitious target of over 11 million 
additional irrigated hectares during the Fifth Five Year Plan (1974/79). 

About three million additional hectares were put under irrigation during the 
first two years of the plan. The utilization rate on all irrigated 

land remains very lew. Domestic fertilizer production has increased 
substantially in recent months; its use by farmers during the past kharif (fall) 
crop has apparently not risen very much. To improve rural credit facilities, 
the Government has targeted 50 regional rural banks by April 1977; 

20 have thus far been opened. Under these circumstances, developmental pro- 
gress in changing the structure of the agricultural sector tO reduce dependence 
on the monsoons has been ‘only modest. 





INDUSTRY 


The overall rate of industrial growth in the first half of this fiscal year was 
approximately 13 percent over the comparable period last year, primarily 
because of greater capacity utilization. The recent output of public sector 
enterprises (e.g., steel, coal, aluminum) has been notably higher, along 
with an improvement in financial performance. However, in some cases 
(such as coal) stocks are very high. 


While gradual improvement is occuring, the industrial picture is still mixed. 
Consumer demand appears to be increasing slowly. Certain industrial sectors - 
e€.g., passenger cars, commercial vehicles, fertilizers and some textiles- are 
doing better. Others - some cmsumer durables (air conditioners) and the jute 
industry in eastern India - are still in depression. Over 100 textile mills are 
considered "sick" by the Government and need to be modernized. Many firms 
continue to operate on very low profit margins and high debt/equity ratios. 
Wholesalers and retailers have reduced inventory levels, however. 


Power generating capacity increased last year by nine percent, partly because 
of the good rains, and could rise by another nine percent in 1976/77. The 
offshore oil field at Bombay High, which came on stream in May 1976, is 


planned to reach an annual rate of 40-50,000 b/d by the end of this fiscal 
year, with an increasing rate thereafter. By 1980, at least one half of India's 
annual crude oil needs is expected to come from indigeneous sources, com- 
pared to 35 percent at present. The Government has stepped up its minerals 
exploration in an attempt to determine more fully the extent of its proven 
reserves of extractive minerals. 


Development: India's emphasis on import substitution (mainly heavy industry) 

over the years has caused uneven development in the industrial sector, 

which is still faced by problems of inefficient techniques, under- 

utilized capacity in many instances, rapidly rising capital costs and unwillingness 
of private sector firms to make substantial new investments because of an insuffi- 
cient domestic consumer market. To stimulate growth in industry, and especially 
in exporting, the Government has liberalized licensing for expansion and new 
plant construction, lowered personal and excise taxes, eased the granting of 
foreign exchange for export-related goods, and increased export subsidies. 
Although exports are going up, there still has not been sufficient response to 
these stimulants in the form of greater private sector investment in new plant 

and equipment. Government moves in the industrial sector have not yet been ade- 
quate to overcome the restraints and structural distortions caused 

by India's heavy use of controls, licensing, and directed investment. 





MONETARY AND FISCAL POLICIES 


There is some concern about increased inflationary pressures in the economy. 
During the first six months of this fiscal year, the official wholesale price 
index increased by ll percent. These figures are not seasonably adjusted, 
however, and since food prices normally drop if the kharif crop is good, 
prices may level off during the latter part of 1976/77. Average wholesale 
prices for 1976/77 are expected to show an increase of 2-3 percent over the 
average index of last fiscal year, or a real rise of 5-6 percent compared to the 
three percent price decline in 1975/76. During the first six months of this 
fiscal year, the money supply has increased by eight percent, much of it 
attributable to government procurement of foodgrains for buffer stocks and the 
generation of rupees from increased foreign exchange earnings. 


To offset some of the inflationary aspects of government actions, the Reserve 

Bank of India (RBI) continues a tight credit policy. The Government at the same 
time has acted decisively to relieve pressures on prices as shortages developed in 
some basic commodities by making substantial procurements abroad. A long term 
strategy designed to maintain price stability and ensure the steady availability of 
some essential commodities through buffer stocks is being formulated, but it 
remains to be seen whether the economic benefits will outweight the very large 
costs involved. 


Partly through more stringent tax enforcement, revenues were larger than expected 
last fiscal year. The 1976/77 Central Government budget projects a small rise 

in total expenditures to $15 billion and a relatively modest deficit of $400 million 
(though in practice actual deficits have usually been higher than planned). 
According to very preliminary RBI figures, gross capital formation increased to 

16 percent of GNP in 1975/76. 


In an attempt to increase domestic savings and investment, personal income 

taxes have been reduced and investment policies have been liberalized. Domestic 
savings last year increased to around 14.5 percent of GNP, which is still relatively 
low. There has been some experimentation with community develop- 

ment and cooperative banking in the rural areas ,. but facilities for channeling sav- 
ings into the modern monetary system are still inadequate. 


PLANS 


The Fifth Five Year Plan was recently approved exactly in the middle of the plan 
period. It calls for total expenditures of $77 billion, of which projected public 
sector outlays are $47 billion. Thc plan is scaled down from its original formu- 
lation in 1973, as reflected in reduced growth goals and lower physical targets 

in almost every sector, but national income is projected to grow 4.4 percent per 
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annum. Plan priorities remain agriculture, irrigation and flood control, 
power, industry and mining. The Government's 1976/77 plan projects public 
investment of almost $9 billion, a 30 percent increase over last year. 


In April 1976 the Government announced a new family planning policy. In 
addition to a sweeping series of incentives and disincentives, the major goal 
is to reduce the birth rate from its present 34-35 per thousand to 30 per thou- 
sand by the end of the Fifth Plan. The principal emphasis is on sterilization: 
against a target of 4.3 million in 1976/77, a record 3. million sterilizations 
have been achieved during the first six months of this fiscal year. The Govern- 
ment is encountering some resistance, however, and it is still too early to 
discern the actual effectiveness of this policy. 


BALANCE OF PAYMENTS 


Trade: India's 1975/76 foreign trade deficit amounted to $1.25 billion, a slight 
decline from the previous year. Exports, led by sugar, engineering goods and 
cotton textiles, increased by 18 percent in value, while imports went up by ll 
percent. The Government's policies of export incentives and subsidies has had 
some beneficial effect, as has the maintenance of a realistic exchange rate. 
Since the India rupee was delinked from the pound sterling in 1975, there have 
been eight revaluations resulting in a total appreciation of the rupee against the 
pound of 26 percent, but basic stability against the dollar (at around Rs 8.80 = 
$1) has been preserved. 


In 1976 trade surpluses have been recorded for seven consecutive months through 
August, reflecting continued good performance in exports and reduced foodgrain 
imports, which the Government has temporarily suspended because of record 
stocks. Planned increases in the import of capital goods and raw materials are 
taking considerable time to realize. Annual fuel imports now amount to about 
$1.5 billion, but this cost will increase somewhat if there is an ircrease in 
international oil prices late in 1976. Indian exports, which constitute a wide 
range of products, are likely to show another significant increase, particularly 
if the economic recovery _ in the industrialized countries (India's major market 
areas) continues. As a result, a relatively small foreign trade deficit is pre- 
sently projected for 1976/77. 


Aid: External aid disbursements to India, which amounted to approximately 
$2.2 billion ($1.4 billion net) last fiscal year, are expected to decline to about 
$2 billion or slightly less in 1976/77. Transfers net of debt repayments from 
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the Aid to India Consortium will be approximately $1.1 billion, while there 
will be a net negative flow from communist countries. External debt servic- 
ing of almost $900 million this year is approximately 17 percent of projected 
1976/77 exports and thus remains manageable. 


Foreign Exchange: During the 12 month period ending September 1976, gross 
foreign exchange reserves have risen by approximately $1.3 billion to $2.7 
billion. In addition to external aid and rising exports, important contributing 
factors have been remittances from Indians overseas and the maintenance of a 
realistic rupee exchange rate. Foreign exchange reserves may exceed $3 

billion by the end of this fiscal year. This fiscal year the Government has 
already repaid in advance to the IMF $335 million from three borrowings incurred 
in 1974. While concessional loans from the International Development Associa- 
tion (IDA) and other sources continue to be needed for socially-oriented develop- 
ment programs, India's relatively strong balance of payments position suggests 
that borrowings in the capital market for some types of projects would now be 
feasible. 


IMPLICATIONS FOR THE UNITED STATES 
TRADE 


In 1975/76 U.S. exports to India were $1.4 billion, the largest share (24 percent) 
of the Indian market. Over half of these goods were commercial and PL 480 food- 
grain shipments. Indian exports to the U.S. on the other hand were $550 million 
(the largest to any country), resulting in a trade balance of $850 million in favor 
of the U.S. Foodgrain exports (including freight)to India from the U.S. this 

year are expected to drop to $500 million, with total U.S. exports reaching 
slightly over $1 billion. On the other hand, Indian exports of such items as 
textiles, marine products (frog legs and shrimp), sugar, leather goods, diamonds, 
gem stones, and jewelry to the U.S. are expected to reach $750 million, leav- 
ing a considerably smaller trade gap of around $300 million in 1976/77. 


India, however, needs more capital goods and equipment and has the ability to 
pay for them from its increased foreign exchange reserves. The Government 
recently simplified its procedures for the import of such goods. India remains 
a good market for American equipment and spare parts for the development of 
coal mines, mineral deposits, large thermal plants, railways, telecommunica- 
tions, chemicals, paper industry, fertilizer plants, electronics and construc- 
tion. Also, there is an opportunity for increased American exports of synthetic 
fibers to India. 


The country has substantial deposits of minerals, especially iron ore and 
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bauxite, and needs foreign capital to exploit fully these resources. Iran 

has advanced $100 million of a $630 million credit for the development of 

iron ore reserves at Kudremukh for export to Iran, and a Canadian subsidiary 
of U.S. Steel (Met-Chem Consultants) has recently been awarded the prime 
contract for this project. Procurement of equipment for Kudremukh is now 
underway. American companies have been major suppliers of oil field equip- 
ment to the public sector Oil and Natural Gas Commission (ONGC) and have 
been awarded service contracts for the further exploration and development 

of the Bombay High. U.S. companies have a continuing opportunity to expand 
sales and services in this area, particularly with the planned development of 
a $200-300 million subsea pipeline to link the offshore oil fields with terminal 
facilities in the Bombay area. This project is expected to begin in 1977. 


The World Bank has its largest program in India. Some loans to India approved 
recently and of particular interest to American exporters are being used for 
integrated cotton development, seeds, fertilizer plants, industrial imports, elec- 
trical power plants, and railways. Many Government of India agencies and public 
sector enterprises are involved in the procurement and import of foreign goods. 


INVESTMENT 


U.S. direct investment in India has remained at the same level - approximately 
$360 million - in recent years. The Government encourages foreign investment 
in priority (or core) sectors, exporting and acquisition of advanced technology. 
Guidelines for foreign investment in India have been somewhat liberalized: for 
example, foreign firms will now be allowed 51 percent equity if priority items 
requiring sophisticated technology and/or exports comprise 60 percent of 
production. 


Most foreign firms already established here which are required to dilute their 
equity to meet the new guidelines have arrived at individual agreements with 
the Government. Some problems still persist, however, and given past diffi- 
culties and the relatively restrictive atmosphere for business generally, India 
will need to make a concerted effort to establish foreign investor confidence. 
Unless such a commitment is made, it is likely that the foreign investment 
climate here will remain relatively unattractive. 


The Government has expressed keen interest in collaboration between U.S. 

and Indian firms in bidding for third country projects, particularly in the Middle 
East. India already has 67 joint ventures abroad, and 66 more are under nego- 
tiation... India can offer relatively low cost and trained manpower, certain in- 
dustrial goods, and technical expertise in such areas as the construction of 


fertilizer plants and power generation projects. There also appear to be growing 
opportunities for technical collaborations between U.S. and Indian firms in India. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


et 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual, subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 








TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


: ‘ trade patterns 
ad : 
~~ industry trends 
P distribution channels 
— vv) ae transportation facilities 


trade regulations 
prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 


TAKE A Take a look at the country’s 
Foreign trade 
TOUR OF Foreign investment 
Finances 
eeulaNniy le = 
Basic economic facilities 
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WI | ae SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to al/ major 
trading countries. 
VIEW other special reports such as: 
Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 


A Business Guide to European Common Market 
p T A Guide to End Users and Research Organizations 
® Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $36.50 a year by mailing 
the coupon below. 
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Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 
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